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OCA 88-3586
27 October 1988

e LEG

MEMORANDUM FOR: Deputy Director of Administration
Director of Finance
Director of Logistics
Director of Personnel
Director of Training

STAT FROM: Office of Congressional Affairs

SUBJECT: Congress Passes Technical Corrections
(H.R. 4333)

1. During the final hours of the 100th Congress, both the
House and Senate approved the Conferees Report on the Tax
Reform-Technical Corrections Act and sent the bill to the
President for signature. There were four provisions in either
the House of Senate version which were of concern or of
interest to the DA. .

2. No provision was included to repeal the 10% penalty tax
for withdrawal of lump sum retirement contributions prior to
age 55. Senator Mansuaga failed in his efforts to introduce
this change into the Senate bill.

3. Section 1015 (f) exempts the Agency from disclosing
sensitive contracts (Copy attached).

4. Section 4001 restores the provision for excluding from
gross income amounts paid by an employer for educational
assistance (copy attached). The Conferees adopted the Senate
amendment which restores the exclusion retroactively to 1
January 1988 but extends the ezxclusion only through 31
December 1988. The dollar limit of the exclusion remains at
$5,250. OGC is currently preparing a position paper on the
impact of the provisions on Agency training and tuition
assistance programs.

5. Section 8003 provides relief from the windfall benefits
provisions contained in previous social security law (copy
attached). No longer will Federal employees have to have 30
years of service to avoid the public pension offset. Rather,
the penalty will be reduced based on a sliding scale depending
STAT on the years of coverage.

cc: D/EB&S/0P
STAT 0OGC-
D/0CA
OCA/LEG
Comptroller
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October 21, 1988

THE ADVISORY COMMITTEE
OF THE WHITE HOUSE CON-
FERENCE ON LIBRARY AND IN-
FORMATION SERVICES

The SPEAKER. Pursuant to the
provisions of section 5(aX2) of Public
1sw 100-382, the chair appoints the
following members on the part of the
House to the advisory committee of
the White House Conference on Li-
brary and Information Services:

From the House of Representatives:
Mr. Forp of Michigan; Mr. WILLIAMS
of ;ﬂontana; Mr. Owens of New York;
an

Mr. Nelwyn Murphy, of Booneville,
MI; and Mrs. Virginia G. Young, of
Columbia, M1,

APPOINTMENT AS MEMBER TO
THE NATIONAL COMMISSION
ON CHILDREN
The SPEAKER. Pursuant to the

provisions of section 1139 of the Social

Security Act, as amended by section

8136 6f Public Law 100-203, the chalir

appoints on the part of the Bouse" the -

following member the Natibnal
Commission on le en {o nu the ex-
isting vacancy thereon: Section B: In-
dividuals who are elected or appointed
public officials: Mr. Raymond L.
Flynn, Mayor, Boston, MA.

RECESS

The SPEAKER. Are there Members
who seek recognition for 1 mimute?

If not, the House will stand in recess
for 15 minutes.

Accordingly (at 10 ‘o’ clock and 6
minutes pim.) the House stood in
recess. .

0 1023

AFTER RECESS
The recess having expired, the
House was called to order by the
Speaker at 10 o’clock and 35 minutes
pm.

AUTHORIZING PRINTING OF
“THE UNITED STATES SENATE
HISTORICAL ALMANAC”

Mr. ANNUNZIO. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the Senate concurrent
resolution (S. Con. Res. 146) to au-
thorize the printing of the Senator
Bos DoLE's series of “Senate Bicenten-
nial Mintues,” and ask for its immedi-
ate consideration. ]

The Clerk read the title of the
Senate concurrent resolution.

The SPEAKER. Is there objection
to the request of the gentleman from
Ilinois?

Mr. FRENZEL. Mr. Speaker, reserv-
ing the right to object, and I shall not
object, this is & resolution to suthorize
the printing by the Senate of some of
the historical material presented over
the past 2 years by Senator Dox.: in

,t.heSena
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ConrzreEnce Rerort (H. Rerr. 100-1104) ‘
he di5—

Previously the HBouse, {f a yjatter of

comity, as this is, passed reso-
lution for the brilliantijt ces of
the majority leader. r the mi-
nority leader. It is a routine matter of
comity.

Mr. Speaker, I yield to the distin-
guished gentleman from Illinois {Mr.
ANNUz10], chairman of the House Ad-
ministration Committee, for his expla-
nation.

Mr. ANNUNZIO. Mr. Spesaker, 1
thank my distinguished colleague, the
gentleman from Minnesota, for yield-
ing. As always, the gentleman is cor-

rect.

Mr. FRENZEL. Mr. Speaker, I with-
draw my reservation of objection.

The SPEAKER. Is there objection
to the request of the gentleman from
Illinois?

‘There was no objection.

The Clerk read the Senate concur-
rent resolution, as follows:

8. Cox. Res. 146

Whereas the Senate of the United States
in 1989 will commemorate its two hun-
dredth anniversay; and

Whereas the Senate has determined that
the séries of “Senate Bicentennial Minutes”,
which Senator Bob Dole began on January
6, 1987, is worthly of separate publication
‘and wide distribution: Now therefore, be it

Resolved by the Senate (the House of Rep-
resentatives concurring), That there be
printed as a Senate document “The United
States Historical Almanac” by Sensator Bob
Dole to be published under the supervision
of the Secretary of the Senate with the edi-
torial assistance of the Senate Historical
Office.

‘8Ec. 2. Such document shall include illus-

trations, and shall be in such style, form, .

manner, and binding as directed by the
Joint Committee on Printing after consulta-
tion with the Secretary of the Senate.

8kc. 3. In addition to the usual number of
copies, there shall be printed with suitable
binding 5,000 additional copies, for use by
the Secretary of the Senate.

The Senate concurrent resolution
was concurred in.

A motion to reconsider was laid on
the table.

GENERAL LEAVE

Mr. ANNUNZIO. Mr. Speaker, I ask
unaminous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on
Senate Concurrent Resolution 146, the
Senate concurrent resolution just con-
curred in.

The SPEAKER. Is there objection
to the request of the gentleman from
Illinois?

There was no objection.

CONFERENCE REPORT ON H.R.
4333 TECHNICAL AND MISCEL-
LANEOUS REVENUE ACT OF
1988
Mr. ROSTENKOWSKI submitted

the following conference report and
statment on the bill (HR. 4333) to
make technical corrections relating to
the Tax Reform Act ol 1986, and for
other purposes.

£ of Al

hjlﬂ-m Reiorm_ Ac

other purposes, having met dter lull and
free conference, have agreed Lo recommend
and do recommend to their respective
Houses as follows:

That the House recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment &s
follows:

In lieu of the matter proposed to be in-
serted by the Senate amendment insert the
following:

SECTION 1. SHORT TITLE; ETC.

fa) SHORT TrrLE.—This Act may be cited as
the “Technical end Miscellaneous Revenue
Act of 1988",

fb) DEFINITIONS.—FoOr purposes of this Act—

(1) 1986 cope.—The term “1986 Code”
means the Internal Revenue Code of 1986.

(2) REFORN 4CT.—Ezcept where incompali-
dle with the intent, the term “Reform Act”
means the Tax Reform Act of 1986.

(c) CLERICAL AMENDMENT.—Paragraph (29)
of section 7701(a) of the 1886 Code is
amended by striking out “of 1854” and in-
serting in lieu thereof “of 1986".

{d) TaBLE OF CONTENTS.—

TITLE I-TECHNICAL CORRECTIONS TO

TAX REFORM ACT OF 1886
Sec. 1001. Amendments related to tille I of
the Reform Act.
Sec. 1002. Amendments related to tille II of
the Reform Act.
Sec. 1003. Amendments related to title I1I of
the Reform Act
Sec. 1004. Amendments related Lo title IV of
the Reform Act.
Sec. 1005. Amendments related to title V of
the Reform Actl
Sec. 1006. Amendments related to title VI of
the Reform Act.
Sec. 1007. Amendments related to title VII
of the Reform Act.
Sec. 1008. Amendments related to title VIII
of the Reform Actl.
Sec. 1009. Amendments related Lo title IX of
- the Reform Act.
Sec. 1010. Amendments related to tille x of
the Reform Act.

Sec. 1011. Amendments related to parts 1
and II of subtille A of title XI
of the Reform Act

Sec. 1011A. Amendments related to parts 111
and IV of subtitle A of title X1
of the Reform Act

Sec. 1011B. Amendments related to sublitles
B and C af title XI of the

- .\A_‘:nﬁ,uus

Reform Act.

Sec. 1012. Amendments related to title X117
of the Reform Act.

Sec. 1013. Amendments related to title X111
-of the Reform Act

Sec. 1014. Amendments related lo title XIV
ofthe Reform Acl

Sec. 1015. Amendments related to title XV

Reform Ac.
c. 1016. Amendmenls velated fo title XVI

af the Reform Act.

Sec. 1017. Amendments related to title XVII
of the Reform Act

Sec. 1018. Amendments velated to title
XVIII of the Reform Act.

Sec. 1019. Effective date.

TITLE 1I-AMENDMENTS RELATED TO
TAX PROVISIONS IN OTHER LEGISLA-
TION

Sec. 2001. Amendments vela.ted to Super-

Jund Revenue Act of 1986.
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(b) AMENDMENTS RELATED 1O SECTION 2503 (2)1A) Subsection (e) af section 8045 af the
or THr REFORNM ACT.— 1986 Code 1s amended by adding af the end
(1) 8ubparagraph (A) of section 8013/b)15) thereof the following new paragraph:

L KUFpPT <

ote #(3) TREATMENT OF CERTAIN TRANSFERS TO
;e aﬂmmn,-

- “iA) In GEWERAL —For prarposes of chapler

3 0f the Internal Revenue Code of 1586, the
airect skip' shall mot tnclude anry
nsfer before Januery I, 1080, from a
_gransferor to @ grandchild of the traagfcvor
0 e extent the agyrepate transfers from
such transferor to such grandchild do ol
£$2.000,000.

«(B) TREATMENT OF TRANSTERS IN TRUST.—
Jpor purposes of subparagraph (A, a transfer
¢n trust for the benefitof @ grandchild shall
pe treated os a transfer to such grandchild U
(end only U/)—

wi) during the life of the grandchild, no

rtion of the corpus or tncome of the trust
may be distributed to for for the berefit of)
eny person other than such grandchild,

«(ii) the assets of the trust will be includ-
{ble in the gross estale of the grandchild
the grandchild dies before the trust is Lermi-
noted. and

«iii) all of the income of the trusat for peri-
ods after the grandchild has attained ape 21
qill be distributed to for for the benefit of)
euch grandchild not less frequently thar an-
nually.

(C) COORDINATION WITH SECTION 2653(Q) OF
sHE 1946 CODE.~—In the tase af eny tranafer
which would be @ generation-skipping trans-
fer but Jor subparagraph (4), the rules of sec-
tion 2653(a) of the Internal Revense Cxof
1986 shall apply as if such transfer a
generation-skipping transfer. ’

“tD) COORDINATION ’3]77-1 TAXABLE TERMINA-
TIONS AND TAXABLE DISTRIBUTIONS.—For pur-
poses of chapter 13 of the Internal Revenue
Code of 1986, the terms ‘tarable termina-
tion’ and ‘tazable distribution’ shall not in-
clude any transfer which would be a direct
skip but for subparagraph (A).

*(4) DEFINITIONS.—Terms used in thie sec-
tion shall have the same respective mean-
ings s when used in chapter 13 of the Inter-
nal Revenue Code of 1986, except that sec-
tion 2612162} of suck Code shall not apply
in determining whether an individual is a
grandchild of the transferor.”

(B} Clause fiii) of section 1443(0)(3)(B) of
the Reform ‘Act tas amended by subpara-
graph (A}) shall apply only to tronsfers after
Jane 10, 1987.

14) Subsection 1d) of section 1433 of the
Reform Act iz amended—

(A) dy striking ou! “shall be treated a3 @
direct skip” and inserting in lieu thereof
“shall be treated as @ direct skip to such
grandchild”,

{B) by striking out “would de @ direct
skip” in subparegraph (BJ and tnserting in
lieu thereof “would be e direct skip to a
prandchild”, end

{C) by adding at the end thereof the follow-
ing new sentence: “Unless the grundchild
otherwise directs by will, the estate of such
grundehild shall be entitled to recover from
the person receiving the property on the
deeth of the grandchild any fxcrease ¢n Fed-
eral estate tox on the estate of the grand-
child by reason of the preceding sentence.”

{5) Subparagraph (C/ of section 1433/b)(2)
of the Reform #ct shall not exemp! any
direct skip from the amendments made dy
subtitie D of tilie X1V of the Reform Act {/—

(A} such direct skip results from the appli-
cation of section 2044 of the 1986 Code, and

(B) such direct skip s aitributabie fo
property transferred to the trust after Octo-

21, 1358.
SEC. 1915. ANENDNENTS RELATED TO TITLE XV O
YHE REPORN ACT.
(a) AMENDMENT RELATED TO SFCTION 1501

of the 1986 Code is amended to read as fol-
lows:

(A} COORDINATION WITH SECTION sesy.—For
purposes of section 6653, where the sum of
the amounts shown as tar on the sepuratc
returns of each spouse is less than the
amount shown as tar on the foinl return
made under this subsection—

~(i) such gum shall be treated o2 the
amount shown on the joint return,

“14i) any negligence for disregard of rules
or regulations/ on either separnte return
shall be treated as neglipence (o1 such disre-
gard) on the joint return, and

“tii) any fraud on either scparate retumn
shall be treated as fraud on the Joint
return.”

{2J(A) Paragraph (1) of section 6653ra) of
the 1986 Code is amended to read as follows:

“(1) Ix GENERAL.—If any purt of any under-
payment (as defined in subsection fc)) of tax
required to be shown on @ return 15 due to
negtigence for disregard of rules or regula-
tions), there shall be added to the taxr an
emount equel to 5 pereent of the underpay-

‘ment.”

(B) Paragraph (1) of section 6653b) of the
1986 Code 15 amended to read as follows:

“(1) IN GENERAL.—If any part of any under-
payment (as defined in subsection (c)) of tax
reauiredtobe:hawnonaretumudueto
SJraud, there shall be added to the tax an
amount equal to 75 percent of the portion of
the underpayment which s attributable to
fr!lud. £l .

{C) Paragraph 12) of section 6601 {e) af the
1986 Code is amended by striking out *6659"
each place it appears and inserting in lieu
thereof “6653, 6659,

(3) Subsection p) of section 6653 of the

. 1986 Code is amended by adding al the end
thereof the following new sentence: “If eny
penalty is imposed under subgection fa) by
yeason of the preceding sentence, only the
portion of the underpayment which is at-
tributadble to the faflure described in the pre-
ceding sentence shall be taken fnto account
in determining the amount of the penalty
under subsection (a).”

14) The amendments made by this subsec-
tion (other than paragraph (3)) shall apply
to returns the due date for which {deter-
mined without regard Lo extensions) is after
December 31, 1988.

(c) AMENDMENT RELATED 7O SECTION 1504 OF
THE REFORM ACT.—The repeal made by sec-
tion 8002(c) of the Omnibus Budget Recon-
citiatton Act of 1986 shall toke effect as
the Tax Reform Act of 1986 had been en-
acted on the day before the date of the enact-
ment of the Omnibus Budget Reconciliation
Act of 1986.

(d} AMENDMENTS RELATED TO SECTION 1511

of THE REFORM ACT.—Section 6621 of the tipity”

1986 Code is amended—

(1) by striking out °“shorl-lerm Federal
yate” each place it appears in subsections
(a) and (b)i1) and {nserttng in Heu
“Federal short-term rate’, and

t2) by striktng oul *SHORT-TERXY FEDERAL
RATE" in the heading of subsection tb) and
inserting tn teu thereof “FEDERAL SHORT-
TERM RATE".

fe) AMENDMENTS RELATED TO SECTION 1521
or THE REFORM ACT.—

(1MA) Paragraph (1) of section 6045¢c) of
the 198€ Code is amended by udding ut the
end thereof the following new seatence
‘mmonshallnolbematedascbmker
with respect to activities consisting of man-
aging a farm on behalf of another person.”

(B) The amendment wmade by subparu-

or THE REFoRN ACT.—Bubparapruph (B) of groph (A} shall take effect as if included n
section 6724/d)2) of the 1988 Code 4s
amended by siriking out “80311d)” end in-
sertino in tieu thereof “6631(b} or (¢]™.

the amendments made by section 311(al)
af the Tax Equity and Piscal Responsibility

Act of 1982.

*13) PROMIBITION OF SEPARATE CHARGE FOR
FILING RETURN.—Jt shall be unlawful for any
real estate reporting person o separately
charge any customer for complying with
any reguirement of paragraph (1).”

(B) The amendment made by subpare-
graph (A} shall take effect on the date af the
enaciment of this AcL

13) Subsection (e) of section 8045 of the
1986 Code is amended —

(A} by striking out ‘real estate broker”
each place il appeuars in the text and nsert-
ing $n lieu therea/ “veal estate reporling
persor’, and

{B) by striking oul “REAL ESTATE BROKER”
in the heading of paragraph (2) and inserl-
ing in licu thereof “REAL ESTATE REFORTING
PERSON".

{f) AMENDMENT RELATED TO SECTTON 1522 OF
THE REPORM ACT.—Section 6050M of the 1986
Code is amended by adding at the end there-
of the foliowing new subsection:

*te) EXCEPTION FOR CERTAIN CLASSIFTED OR
CONFIDENTIAL CORTRACTS.—

+(1) IN GENERAL.—Except as provided in
paragraph (2J, this section shall not apply
in the case of a contract described in para-
graph (3.

“(2) REPORTING REQUIREMENT.—Each Feder-
al execulive agency which has entered tnto a
contract described in paragreph (3) shall,
upon a reques{ of the Secretary which iden-
tifies @ particular person, ackrowledge
whether such person has entered tnto such @
contract with such agency gnd, { %0, pro-
vide to the Secretary— .

“(A) the tnformation required umder this
section with respect to such person, and

“(B) such other information with respect
to such person which the Secretary and the
head of such Federal executive GPERCY GHTEC
is gppropriate.

“(3) DESCRIPTION OF CONTRACT—FOT pur-
poses of this subsection, @ contract between
a Federdl executive agency and another
person is described in this paragraph if—

“¢A) the fact of the existence of such con-
tract or the subject matter of such contract
has been designated and clearly marked or
clearly represented, pursuant to the provi-
sions of Federal law or an Erecutive order,
as requiring a specific degree of protection
against unauthorized disclosure for reasons
of nalional security, or

“(B) the head of such Federal executive
agency (or his designee) pursuant lo requla-
tions issued by such apency determines, in
writing, that filing the veguired return
under this section would interfere with the
effective conduct of a confidential law en-

forcement or foreigr counterintelligence ac- ’

< {(g) AMENDMENTS RELATED TO SECTION 1523
oF THE REFORM ACT.—Section 6676 @f lhe
1986 Code is amended—

(1) by striking out 8049, or S050N" tn
subsection (a}(3) and insertirg $n lieu there-
of “or 6049",

t2) by siriking out *6049, or 8050N” in
subsection (b/I1)IA) end inserting in liew
thereof “or §045”, and ’

{3) by atriking out *, DrvipgnDs, AND ROY-
ALTIES" in the heading for sudsection ) and
inserting in tiew thereof “AND DIVIDEND”.

th) AMENDEENTS REOILATED TO SECTION 1542
oF THE REFORM AcCT.—Subsection (h) af sec-
tion €154 of the 1986 Code {fas tn effect
before its repeal by the Revenue Act of 1987)
is amended—

11) by striking out “subject to the -
posed by section 4940” in paragraph $¢J, .
{2) by amending paragraph (2} to Py

Jollows. -
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SEC. IN3. CONFORNING AMENDMENTS RELATING :{
! : COYERAGE UNDER OLD-AGE. SURVI.
VORS, AND  DISABILITY INSURAN
PROGRAN,

1a) EXCLUSION FROM WaGEs or INcoME Dr-
RIVED BY INDIANS FPRON EXERCISE OF PISHING
RiGHTS. —Section 209 of the Social Securtty
Act (42 US.C. 409) §s amended—

(1) in subsection (r), by striking out “or”
at the end;

12) in subsection (s), by striking out the
pn;od and inserting in leu thereof * or™
an -

(3) by inserting after subsection (s) the Jol-
lowing new subsection:

“(t) Remuneration consisting of income
excluded from taration under section 7873
of the Internal Revenue Code of 1986 frelat-
ing to income derived by Indians Jrom exer-
cisc of fishing rights).”

(b) ExcLusion Frow NET EARNINGS FROM
SELF-EMPLOYNMENT OF INCOME DERIVED BY IN-
DiaNs FROM EXERCISE OF FISHING RIGHTS.—
Section 211(a) of such Act (42 U.S.C d11/a))
is amended—

1) in paragraph (12), by striking ot
‘“and” at the end;

f2) in paragraph (13), by striking oul the
per;od and inserting in lieu thereof ‘; and’:
an

(3) by inserting after paragraph (13) the
Jollowing new paragraph: ~

“(14) There shall be excluded income ex-
ctuded from taxation under section R73 af
the Internal Revenue Code of 1986 trélating
to income derived by\{ndiam Jrom,exercise
of fishing rights).” s o

fc) CROSS-REFERENCES v SECA anp PICA -

TO APPLICABLE INDIAN FISHING RIGHTS PROVI-
SIONS.—

(1) SECA.—Subsection fa) of section 1402
of the 1986 Code trelating to net earnings
Jrom self-employment) is amended by strik-
ing-out “and” at the end of paragraph (13),
by striking out the period al the end of para-
graph (14) and inserting tn Heu thereof *4
GRd”, and by inserting after paragraph (14)
the following new paragraph:

“115} in the case of @ member of an Indian
tribe, the special rules of yection 7873 frelat-
tng to income derived by Indians from exer-
cise of fishind rights) shall apply.*”

12) FICA.—Subsection fa) of section 3121
of the 1986 Code (relating to wages) is
amended by striking out “or” af the end of
paragraph (19), by striking oul the period at
the end of paragraph 20 and trserting in
lieu thereof “; or”, end by inserting after
paragraph (20) the following new para-
graeph

“(21) in the case of a member of ar Indian
7 ; @uneralion on whick no tar is
x\ tmposed by Q3}s chapter by reason af section
__#E% Lo income derived by Indians

TOIR e of fishing rights).”

SEC. 3844. snr'f:mm BATE: MO INFERENCE CRE-
ATED.

{a) EFFECTIVE DaTE.—The amendments
made by this subtitle shall apply to all peri-
ods beginning before, on, or after the date aof
the enactment of this Act.

) No INFERENCE CREATED.—Nothing in
the amendments made by this subtitle shall
creale any inference @s to the existence or
non-eristence or scope of any exemption

Jrom tax for income derived Jrom fishing
Tights secured as of March 17, 1588, by any
treaty, law, or Executive Order.
o="TITLE IV—EXTENSIONS AND MODIFICATIONS
OF EXPIRING TAX PROVISIONS .
SEC. $001. EXTENSION AND MODIFICATION OF EX-
. CLLSION POR  EMPLOYER-PROYIDED
EBDUCATIONAL ASSISTANCE.

@) ExTevsion.—Subeection ) of section
127 of the 1986 Code (relating L0 educetiongl
assistance programs) is by striking

emended
out “December 31, 1987” and inserting $n
lieu thereof “December 31, 1988,

Embloy 1

b} RESTRICTIONS RELATING TO EDUCATION |

AT THE GRADUATE LrvEL —

(1) IN GENERAL —Paragraph (1) Qf section
d27(c) af the 1886 .Code is emended &
adding at the end thereof the following new
sentence. “The term ‘educational assistance’
also does not include eny papment Jor, or
the provision of any benefits with respect to,
anry graduate level course of @ kind normally
taken by ax individual pursuing o program
leading to a lew, business, medical, or other
advanced academic or professional degree.”

12} SPECIAL RULE POR TEACHING AND RE-
\SEARCH ASSISTANTS.—Subsection (d) of section
117 of the 1986 Code is amended by adding
al the end thereof the following mew parg-
graph:

“U5) SPECIAL RULES POR TEACHING AND Ri-
SEARCH ASSISTANTS.—In the case of the educa-
tion of an individual who iz a graduate stu-

dent at an educational orgenization de-
scribed in section 170(bJ(1/(A)(ii) and who
i3 engaged in teaching or research activities
Jor such orgenization, paragraph (2) shall
be epplied as i/ it did not contain the phrase
‘(below the graduate level).” R

fc) ErFECTIVE DATES.—The amendments
made by this section shall apply to taxable
years Inning after December 31, 1987,
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SEC. €902 EXTENSION AND MODIFICATION OF £X-
CLUSION  OF  AMOUNTS RECEIVED
UNDER  GROUP ' LEGAL SERVICES
PLANS

fa) EXTENSION.—Seclion 120/e) of the 1986
Code is amended by striking oul “1987" and
fnserting in lieu thereof “1988"

(b) LIMITATION ON VALUE OF INSURANCE PRO-
TECTION WHICH May BE EXCLUDED. —

(1) IN GENERAL —~Section 120(a/ of the 1986

Code is amended by adding at the end there-
of the following mew sentence:
“No exclusion shall be allowed wunder this
section with respect to an individual for
any tazable year to the extent that the value
of insurance (whether through axr insurer or
self-insurance) against iegal costs incurred
by the individual (or his spouse or depend-
ents) provided under @ qualified group legal
services plan exceeds $70.”

(2) ° CONFORMING AMENDMENT.—Subpara- .

graph (A} of section 125(e)(2) of the 1986

Code is amended by inserting “or eny insur-

ance under a qualified group legal services

plan the value of which s so includable only

because it exceeds the limitation of section

120ta)” after “section 79,

fc) EFFECTIVE DaTe.—The emendments

made by this section shall apply to tarabie

vears ending after December 31, 1987,

SEC. 4083. CARRYOVER OF POST-1987 LOW.INCOME
HOUSING CREDIT DOLLAR AMOUNTS
PERMITTED. :

fa) IN GENERAL.—Section 42(h)(1) of the
1986 Code (relating to housing eredit dollar
amounl may not be carried over, etc.), as
amended by section 1002(1)(14)iA} of this
Act, is amended by adding at the end thereaf
the following new D
. “YE} EXCEPTION WHERE 20 PERCENT OF COST
INCURRED.— -

“ti) IN GENERAL.—~AR ellocation meets the
requirements of (kis subparagraph if such
allocation is made with respect to a quali-
fied building which is placed 4n service not
later than the close of the secomd calendar
year foliowing the-calerdar year in whick
the allocation is made.

- “6iv) QuaLImED BULDING.—FOT purposes of
lause i), the term ‘gualified duilding’

: RS ony building wwhich s part of a
project if the taxpayer's basis in such project
(as af the close of the calendar wpear ix which
the allocation is made/ is more than 10 per-
: expected

fi)). Such term does not inciude eny existing
buflding wnless a credit s aliowabdle under

EQUCY O\ oSS
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beection fe) for rehabilitation erpendss.
tures paid or tncurred by the tarpayer wiy -

b) CONFORMING AMENDNMENTS. — ‘ U

11) Section 42(h)(1}(B) of the 1986 Code, gy
amended by section 1002 of this Act, 4g
emended by striking out “/C) or (D)” angd
tnserting in licu thereof “(C), (D), or (E)”,

(2) Paragraph (3) of section 501(c) af the
Reform Act is hereby repealed.

43) Subsection (n) of section ¢2 of the 1886
Code, as amended by title I of this Act, i
amended to read as follows:

“In) TERMINATION.—~The State housing
credit ceiling under subsection (h) shall be
zero jor any calendar year after 1989 and
subsection (h)i4) shall mot epply to any
building placed in service after 1988.”

{c) EFFECTIVE DATE.—The -amendments
made by this section shall epply to amounts
aliocaled in calendar years Qfter 1987.

SEC. 4804, SINPLIFICATION OF RULE WHERE PART.
NERSHIP  NOLDS  QUALIFIED Low.
INCOME BUILDING.

fa) IN GENERAL.—Subparegraph (B) of sec-
tion 42(5)(5) of the 1986 Code, as amended by
title I of this Act, is amended to read as fol-
lows: .

“{B) PARTNERSHIPS TO WHICH PARAGRAPH AP-
PLIES. —This paragraph shall apply to any
partnership which has 35 or more partners
unless the partnership elects not to have this
paragraph apply.” -

(b) EFFECTIVE DATES. —

(1) IN GENERAL.—The amendment made by
subsection (a) shall take effect as U included
in the amendments made by section 252 of
the Reform Act. -

(2) PERIOD FOR ELECTION.—The period for
electing not to have section 4203(5) of the
1986 Code apply to any parinership shall
not expire before the date which is 6 months
after the date of the enactment of this Act.
SEC. 4065. PROVISIONS RELATING TO MORTGAGE

REVENUE  BONDS AND MORTCAGE
CREDIT CERTIFICATES.

(a) EXTENSION OF AUTHORITY To Issus
BONDS AND CERTIFICATES. —

(1) Subparagraph (B) of section 143/a)(1)
of the 1986 Code frelating to termination) 1is
amended by striking out “December 31,
1888" eack place it appears and inserting in
lieu thereof “December 31, 1889

(2) Subsection (k) of section 25 of the 1956
Code (relating to credit for interest on cer-
tain home J, &3 amended by sec-
tion 1013/a)(26) of this Act, is amended by
8triking out *“1988” end tnserting in leu
thereof “1989”.

b} Carcurarion or INcomz Lnerrs por
QUALIFIED MORTGAGE BOND FInancED Homxs
IN Higy Housiwg Cosr - AREAS. —Section
143(f] of the 1986 Code (relating to ncome
requirements) is emended by edding at the
end thereof the following new paregraph’ :

“45) ADJUSTMENT OF INCOME REQUIREMENT
BASED ON RELATION OF KIGH HOUSING COSTS TO
INCONE.— '

themthcukmbctitttedfortheinme tim-
itation in paragraph (1), @ limitation egual
10 the percentage determined under subpara-

graph IB) of the area medien pross income

Jor such area.

"(B) INCORE REQUIREMENTS FOR RESIDENCES
IN HIGH BOUSING COST AREA.—The percentage
determined wunder this subparegraph Jor a
residence located in @ high housing cost
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NSIONS AND MODIFICATI
% OVISIONS
A. Extension of exclusion for employer-provided
educational assistance
Present Law

Under prior law (taxable years beginning
before Janusary 1, 1088), an employee's gross
income for income and employment tax pur-
: poses did not include amounts paid or in-
. curred by the employer for educationsl as-
sistance provided to the employee (without
regard to whether the education was Job-re-
Isted) if such amounts were paid or incurred
bursuant to an educational assistance pro-
gram that met certain requirements (sec.
127). This exclusion, which expired for tax-
adble years beginning after December 31,
1887, was limited to $5.250 of educational as-
sistance provided with respect to an individ-
ual during a ealendar year and was not
eveilable for education involving sports,
games, or hobbies.

House Bill

. e g

Extension

The section 127 exclusion for educstional
assistance {s restored retroactively to the
date of expiration and is extended so that it
expires for taxable years beginning after
December 31, 1990. The prior-law limit of
$5.250 is reduced to $1,500.

Graduate-level education

The exclusion does not
ment for, or the proxision of any benefits
with respect to, any. graduate-bevel courses
of 8 Kind normally tsken by an individusl
pursuing a program leading to a law, busij-
ness, medical, or similar advanced academic
or professionsal degree. For this purpose, the
bhrase ‘“graduate.leve} course” means a
course taken by an individua! who (1) has
received a bachelor’s degree (or the equiva-
lent thereof), or (2) is receiving credit
toward & more advanced degree.

The section 127 limitation with respect to
graduate-level courses does not affect the
eligibility of tuition reduction benefits paid
to graduate teaching or research assistants
et colleges or universities to ‘be excluded
from income under section 117(d) subject, of
course, to the limitation of section 117¢c).
Sports, pames, and hobbies

The House bill clarifies that education
with respect to a subject commonly consig-
ered a sport, game, or hobby, such as pho-
tography or gardening, is ineligible for the
exclusion unless such education (1) has g
reasonable relationship to an activity main-
tained by the employee for profit, (2) has s
reasonable relationship to the business of
the employer, or (3) is required as part of a
degree program.

Effective date

The provisions of the House bill are effec-
tive on the daie of enactment. The amend-
ments with respect to the $1,500 limit and
graduate-level education apply to taxable
years beginning after December 31, 1988.
, The amendment with respect to hobbies is
i considered a retroactive clarification of

prior law. )

apply to ady pay-

8
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Lienate amendment.

Senate Ameridment

Extension

The section 127 exclusion is restored ret-
roactively to the date of expiration and is
exu.znded so0 that it expires for taxable years
beginning after December 31, 1988.
Graduate-level education

The Senate amendment is the same as the

SRIho N

—

7

By

House bill, except that the present law rules
3 relattpg to benefits provided to graduate
3 teaching and research assistants are re-
3 tained. In other words, the Senate amend-
k4

ment permits amounts paid to graduate

Ve pdiariadss.
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teaching and research assistants to be ex-
cluded from income under either the tuition
reduction provision of section 117(d) or the
educationa! assistance program provision of
section 127. :
Sports, pames, and hobbies

The Benate amendment is the same as the
House bill.
Single trust

It was unclear under prior law whether
the prohibition on providing employees
with a cholce between nontaxable educa-
tional assistance benefits under section 127
and other remuneration includible tn gToss
income prohibited the provision of taxable
and nontaxable educational assistance bens.
fits from a single trust. The Senate amend-
ment clarifies the prior-law rules so that it
is permissible to pay taxable and nontaxable

ucational assistance benefits from the

Senate amendment provisions are generai-

ly effective as of the date of expiration of

the exclusion. The provisions with respect

to hobbies and employee choice are consid-

red to be retroactive clarifications of prior

aw.

- Conference Agreement

Extension
The conference agreement follows the

Sepate amendment.

Graduate-level education

The conference agreement follows the

|

House bill, except that the provision is ef-
fective for taxable years beginning after De-
cember 31, 1987. In addition, the conference
agreement makes permanent the rule per-
mitling tuition reduction benefits paid to
graduate teaching and reseach to be ex-
cluded from income under section 117(d)
(subject to the compensation limit of sec-
tion 117(c)).

Sports, gemes, and hobbies
The conference agreement follows the
House bill and Senate amendment.

Single trust

The conference agreement follows the

. Extension of Exclusion for Employer-Provided
Group Legal Services
Present Law

Under prior law, armounts contributed by
an employer to a qualified group legal serv-
ices plan for an employee or amounts reim-
bursed to an employee for legal services
under such 8 plan were excluded from the
employee’s gross income (sec. 120). In addi-
tion, under prior law, an organization, the
exclusive function of which was to provide
legal services or indemnification against the
cost of legal services as part of & qualified
group legal services plan, was entitled to
tax-exempt status (sec. 501(c)20)). The ex-
clusion for group legal services benefits and
the tax exemption expired for taxable years
-ending after December 31, 1887.

House Bill

No provision.

Senate Amendment

The Senate amendment restores the ex-
clusion for group legal services and the ex-
emption for group legal! services organiza-
tions retroactively to the date of expiration
and extends them so that they expire for
taxable years ending after December 31,
1888. The exclusion is limited to an annual
premium value of $70. The provision under
& tax-exempi trust of group legal services
benefits in excess of the $70 annual limit
and taxable solely for that reason will not
cause the trust to lose its tax-exempt status.

Uclober 21, 19g5 4

»

‘Similarly, for taxable -years ending before
January 1, 1888, the provision under g cafe.
terla plan of a group legal services benepy, -
that is taxable solely because of the 8%
annual limit wil) not
plan.

‘The provision is effective as of the date of
the expiration of the exclusion and exemp.
tion.

Conference Agreement. .

The conference agreement follows the
ISenate amendment.

C. Low-Income Rental Housing Tax Credit

i. Extension of the low-income rental housing tay
credit

Present Lew

A credit is allowed {n annual
over 10 years for

edian income or gt
least 20 percent of the housing units mus
be occupied by tenants having incomes of 5¢
percent or less of the area median income,
If property on which 8 low-income housing
credit is claimed ceases to qualify as low.
income rental housing or is disposed of
before the end of a 15-year credit compli-
ance period, 8 portion of the credit may be
recaptured.
House Bill

The low-income rental housing credit is
extended for one year, through December
31, 1990. The provision is effective on the
dsate of enactment.

Senate Amendment
No provision. .
Conference Apreement
The conference agreement follows the
Senate amendment.
2. Modifications to the low-income renta! housing
tax credit

Present Law

A tax credit payable in annual install-
ments over 10 years is available for qualify-
ing low-income rental housing. Credit au-
thority is granted by State agencies subjeci
to an annual credit authority limitation for
each State. *

“To be a qualified low-income project, an
aliocation of credit authority must be re-
ceived from the State in the year in which
the building is placed in service. States may
not carry over unused credit authority from
one year to the next. A limited exception to
these rules permits carry over of credit Bu-
thority from the last year of suthorized
credit authority if & project is either new
construction or a substantial rehabilitation,
more than 10 percent of anticipsted costs
were Incurred prior to 1989, and the build-
ing is placed in service by the end of 1260,

To qualify as & credit project, B low-
income rental housing Project must meet
minimum low-income tenant occupancy re-
quirements. In addition, the gross rent
charged to low-income tenants may not
exceed thirty percent of the applicabie area
median income qualifying as low income.
Qualifying tenant incomes are sdjusted for
family size, :

If property for which a low-income hous-
ing credit is claimed ceases to qualify as low-
income rental housing or is disposed of, a
portion of the credits may be recaptured.
Partnerships having more than thirty-five
partners, with no more than fifty percent of
the partnership interests being held by cor-
porations, may <lect to have the recapture
determined at the partnership level rather
than at the partner jevel.
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‘monUu shall, at the time his annuity under

section 2(a(1) of this Act bepins to accrue,
be entitled to @ lump sum in the amount
provided under subdivision (2) of this sub-
section. If the full amount of e lump sum
under this subsection cannot be determined
at the time en individual’s annuity under
seclion 2(e/(1) begins to accrue, such tump
sum shall be payabdle at such time thereafter
as such amount can be determined. If an in-
dividual otherwise eligible for a lump sum
under this section dies before he becomes en-

titled to an annuity under section 2(a)(1), or .

before he receives payment of such lump
sum, such lump sum shall be payvabdle to the
person, i/ any, who is determined by the
Board to be such individual’s widow or wid-
owcer and who will not have died before re-
ceiving payment of such lump sum. If there
be no such widow or widower, such lump

sum shall be payable to the children, grend-.

children, parents, brothers and sisters, or the
estale of the deceased individual in the same
manner as {f such lump sum were a lump
sum payable under subsection (c)(1) aof this
seclion. .
*“(2) The lump sum provided under subdi-
rvision {l) of this subsection shall be in an
emount equal to the product of fA) the com-
pensation attributadble to the additional
months of service which would have been
credited to the individual due to the recéipt
of puvments in the nature of separalion or
severance pay pursuant Lo section 3Vii(d) of
this Act if such indigidual had remained in

an employment relation to one or more em--

ployers or had continued to be an employee
representative and (B) the rate of Lax, or
rates of tax, imposed on the compensation
described in clause (4) of this subdivision by
section 3201(b) of the Internal Revenue Code
of 1986.".
SEC. 7302 DELLTI(M OF LAST PERSON SERVICE AS
A DISQUALIFICATION.

(a) IN GENERAL.—Section 2(e) of the Rail-

road Retirement Act of 1974 is amended—

(1)tA) in subdivision (1), by striking out -

“any person, whether or not™; and
(B) by striking out “(but with the” and all

. that follows through “political subdwunon

of a Slate”:

(2) in subdivision (2), by striking out “and
of the person, or persons, by whom he was
last employed”; and :

(3) in subdivision 13), by striking out “or
to the last person, or persons, by whom he
was employed prior to the date on which the
annuity under subsection (a)(1) began to

. accrue”,

(b} DEDpUCTION FOR WORR.—Section 2(f} of
such Act-is amended by edding at the end
thereof the following new subdivision: =

- *“46)(A) Ezxcept as provided in subpara-
graph (B)—

‘“ti) that portion of the annuity for eny
month of an -individual as is computed
under section 3/b) and as adjusted under
section 3(g), ‘plus any supplemental amount
Jor such month under section 3(e), and that
portion of the annuity for any month of @
spouse as is computed under section 4/b)
and as edjusted under section 4(d), shall
each be subject to a deduction af 81 for each
$2 of compensation received by such indi-
vidual from compensated service rendered
in such month to the last person, or persons,

by whom such individual was employed

before the date on which the annuity of such
individual under cubsectzon fail) began to
gecrue; and

. “4ii) that portion of the. nnnuity Jfor any
monthofaspouseas is computed under sec-
tion 4(b) and as adjusted under section 4(d)
shall be subject Lo a deduction-of $1 for each
$2 of compensation received by such spouse
Jrom compensated service rendered in such
mon!)ztothelastpersmorpmons,by
whom such spouse was ‘employed before the

date on which the annuity of such spouse
under subsection fc)(1) began to acerue.

‘“{B) Any deduclions imposed by this subd-
division for any month shall not exceed 50
percent of the annuity amount for such
month to which such deductions apply.”.

{c) ErFecTiVE DaTs.—The amendments
made by this section shall apply to annu-
ities payable under the Ratlroad Retirement
Act of 1974 for wmonths beginning after the
date of enactment of this Act.

BEC. 7303 EARNINGS OF DISABILITY ANNUITANTS.

fa) IN GENERAL.—Section 2(e)(d) of the
Railroad Retirement Act of 1974 is amend-
ed—

(1) by striking out “$200 in earnings” and
inserting in lieu thereof “$400 tn earnings
fafter deduction of disability related work

- expenses)’;

_ (2} by striking out “$2,400” each place it
appears and inserting in lieu thereof “$4,800
fafter deduction of disability related work
expenses)”;

13/ by striking out ‘3200 ” each place it ap-
pears and inserting in lieu thereof “$400";
and

(4) by striking out “$100" and inserting in
lieu thereof “$200".

(b) ErFrecTiVE DaTE.—The amendments
made by this section shall apply with respect
to months in calendar years beginning after
December 31, 1988.

SEC 7304. ALLOWANCE OF CREDIT FOR MILITARY
~  SERVICE.

fa) IN GENERAL.—Section 1(p)(2) of the
Railroad Retirement Act of 1974 is amended
by adding al the end thereof the following:
“For purposes of section 3(i)(2) of this Act,
the period beginning on June 15, 1948, and
ending on December 15 1950, shall be
deemed to be a war service period with re-
spect to any individual who without inter-
vening employment not covered by this Act
rendered service as an employee to an em-
plover under this Act in the year such indi-
vidual was released from active military
-gervice or in the year immediately following
such year.”. )

(b) ErfrecTivE DaTE—The amendment
made by this section shall apply with respect
to annuities accruing in months after the
date of enactment of this Act.

TITLE VIII—AMENDMENTS RELATING TO
SOCIAL SECURITY ACT PROGRAMS
Subtitle A~-Old-Age, Survivors, and Disability

- Insurance and Related Provisions
SEC. 8001. INTERIM DISABILITY BENEFTTS IN CASES

’ OF DELAYED FINAL DECISIONS.

fa) DrsaBrLrry BENEFITS UNDER TrTiE Il~—
Section 223 of the Social Security Act (42
U.S.C. €23) is amended—

(1) by redesignating subsection th) as sub-
section (i); and

(2) by inserting after subsection (g) the fol-
lowing new subsection.

“Interim Benefits in Cases of Delayed Final
Decisions

“th)1) In any case in which an adminis-
trative law judge has determined after a
hearing as provided under section 205(b)
that an individual is entitled to disability
dnsurance bdenefils or child’s, widow'’s, or
widower's insurance benefits based on dis-
ability and the. Secretary has not issued his
Jinal decision in such case within 110 days
after the date of the administrative law
Judge’s determination, such benefils shall be
currently paid for the months during the
period beginning with the month preceding
the month in whick such 110-day period ex-
pires and ending with the month preceding
the month in which such final decision is
issued.

“(2) For purposes of paragraph (1), in de-
termining whether the 110-day period re-
Jerred to in paragraph (1} has elapsed, any

LA SLE
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period af time for which the action or inac-
tion aof such individual or such fndividual's
representalive without good cause results in
the delay in the {ssuance of the Secretlary’s
final decision shall not be taken into ac-
count to the extent that such period af time
exceeds 20 calendar days.

“(3) Any benefits currently paid under this
tile pursuant to this subsection (for the
months described in paragraph (1)) shall
not be considered overpayments for any pur-
pose of this title (unless payment of such
benefits was fraudulently obtained), and
such benefits shall not be treated as past-due
benefits for purposes of section 206/b)(1).”,

(b) BENEFITS UNDER Trrie XVI. -Section
1631(a) of such Act (42 U.S.C. 1383(a)) s
amended by adding at the end the following
new paragraph’

“18)(A) In any case in which an adminis-
trative law judge has determined after a
hearing as provided in subsection (¢’ that
an individual is entitled to benefits based
on disability or blindness under this title
and the Secretary has not issued his final
decision in such case within 110 days after
the date of the administrative law judge’s
determination, such bdenefits shall be cur-
rently paid for the months during the period
beginning with the month in which such
110-day period expires and ending with the
month in which such final decision is

“(BJ For purposes of subparagraph (A); in
determining whether the 110-day period re-
Jerred to in subparagraph {A) has elapsed,
any period of time for which the action or
inaction of such individual or such tndivid-
ual’s representative without good cause re-
sults in the delay in the issuance of the Sec-
retary’s final decision shall not be taken
into account to the extent that such period
of time exceeds 20 calendar days.

“4C) Any benefils currently paid under
this title pursuant to this paragraph (for the
months described in subparagraph (A)) shall
not be considered overpayments for any pur-
poses of this title, unless payment of such
benefits was fraudulently obtained.”.

{c) EFFECTIVE DATE.—The amendments
made by this section shall apply to determi-
nations by administrative law judges of en-
tillement to benefits made after 180 days
after the date of the enactment of this Act.
SEC. 8002 APPLICATION OF EARNINGS TEST IN

YEAR OF INDIVIDUAL'S DEATH.

(a) YEAR IN WHICH INDIVIDUAL WoULD HAVE
ATTAINED RETIREMENT AGE BUT FOR THE INDI-
VIDUAL'S DEATH IN SUCH YEAR TREATED AS A
YEAR THROUGHOUT WHICH THE EARNINGS TEST
FOR INDIVIDUALS WHO HAVE ATTAINED RETIRE-
MENT AGE IS APPLICABLE.—Paragraph (3) of
section 203(f) of the Social Security Act (42
U.S.C. 403(f)(3)) is emended by insertling
“tor, dbut for the individual’s death, would
have attained)” after “who has atlained”,

{b) ELIMINATION OF THE SHORT TAXABLE
YEAR IN THE YEAR OF DEATH FOR PURPOSES OF
THE EARNINGS TEST.—Paragraph (3) of sec-
-tion 203(f) of such Act is further amended—

(1) by inserting afier the first sentence the
Jollowing new sentence: “For purposes of the
preceding sentence, notml)utandmg section
211fe), the number of months in the taxable
pear in which an individual dies shall be
12.”; and

2) in the last sentence, by striking “pre-
ceding sentence” and in.sertmg ‘:ﬁrst sen-
tence of this paragre,

Ac) ErrecTIve DAm—m .amendments
made"by this section shall apply to deaths

C. 8003. PHASEOUT OFMWMOA IN WINDFALL
BENEFITS.
(a) IN GENERAL.—Section 215(a)(7)(D) ~of
the ‘Social Securily Act (42 US.C
415(ai7)ID)} is amended— .
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(1) by striking ‘“more than 25 years of cov-
erage” in the sccond sentence and inserting
ynore than 20 years of coverage’; and

(2) by striking “shall (if such percent 8
gmaller than the percent specified in which-
ever of the Jollowing clauses applies) be
deemed to be—"' and tnserting “shall (if such
percent is smaller than the applicable per-
cent specified in the Jollowing table) be
deemed to be the applicable percent speci-
fied in the following table:”; and

(3) by striking clauses (i) through (iv) and
inserting the following table:

~1f the number of such The applicable percer!
fndividual’s pears of is:
corerage (as so de-

(b) EFrFecTIVE Date.—The amendments
made by subsection (a) shall apply to bene-
fits payable for months after December 1988.
SEC. R004. DEN, Y ) LD
EPORTED OR ORDERED DEFURTED
ON THE BASIS OF ASSOCIATIONS WITH
THE NAZI GOVERNMENT OF GERMANY
DURING WORLD WAR I1.

[(C F\WORRTLWIR PR Y R A et

Fund, of the Federal Hospital Insurance
Trust Fund, end of the Federal Supplemen-
tary Medical Insurance Trust Fund serving
on such Boards of Truslees o members of
the public on or after the date of the enact-
ment of this Act.

SEC. 8006, CONTINUAFION OF DISABILITY BENEFITS

DURING APPLAL.

Subsection g/ of section 223 of the Social
Security Act (42 U.S.C. 4231g)) is amended—

{1/ in paragraph (1)(iii), by striking “June
1989" and inserling “June 1990 and

(2) in paragraph (34 B/, by striking ‘Janu-
ary 1, 1988 and inserting “January 1,
1980
SEC. R00;. EXEMPTION FROM SOCIAL SECURITY FOR

EMPLOYERS AND EMPLOYEES WHO
ARF BOTH MEMBERS OF CERTAIN RE.
LIGIOUS FAITHS.

ta) EXeExrTioN FROM COVERAGE UNDER
SOCIAL SECURITY. —

(1) IN GENERAL.—Subchapter C of chapter
21 of the Internal Revenue Code of 1986
{general provisions under Federal Insurance
Contributions Act) 18 amended by redesig-
nating section 3127 as section 3128, and by
inserting afier section 3126 the following

w seclion’

«SEC 3125, EXENPTION FOR EMPLOYERS AND
THEIR EMPLOYEES WHERE BOTH ARE
MEMBERS OF RELIGIOUS FAITHS OP-
PUSED TO PARTICIPATION IN SOCIAL
SECURITY ACT PROGRAMS

., " (g} IN GENERAL—Notwithstanding any

(a) IN GENERAL.—Section 202(ni1) of the™ . e ;
; ; ““ ., other provision of this chapter fand under
social Security Act (42 U.S.C. 402n)1)) 15 ¥ oo g tions prescribed to carTy out this sec-

amended by striking “or (18" in the matter
preceding subparagraph (A): and ingerting
“(18), or (18)"" .

(b) TimMe OF DEPORTATION.—Section 202(n)

of such Act is further amended by adding al-

the end the following new paregraph’

«(3) For purposes of paragraphs (1} end
12) of this subseclion, en individual against
whom @ final order of deportation has been
issued under paragraph (18) of section
241/a) of the Immigration and Nationality
Act (relating to persecution of others on ac-
count of ruce, religion, national origin, or
political opinion, under the direction of or
in association with the Nazi government of
Germany or its allies) shall be considered to
have been deporited under such paragraph
(19) as of the date on which such order
became final.”.

(c) ErrecTive Date.—The amendments
mede by this section shall apply only in the
case of deportations occurring, and final
orders of deportation issued, on or after the
date of enactment of this Act, and only to
benefits for months beginning tand deaths
occurring) on or after such date.

SEC. #005. MODIFICATIONS IN THE TERM OF OFFICE
OF PUBLIC MEMBERS OF THE BOARD
OF TRUSTEES OF THE SOCIAL SECURI-

. TY TRUST FUNDS. .

ta) IN GENERAL.—Sections 201fc), 1817(b), -

and 1841(b) of the Social Security Act (42
U.S.C. 801(c), 1395i(b), 1395t(b)(i)1 are each

amended by inserting after the first sentence

the following: “A member of the Board of
Trustees serving as G member of the public
and nominated and confirmed to fill a va-
cancy occurring during @ term shall be nom-
inated and confirmed only for the remain-
der of such term. An individual nominaled
andconﬁmeduscnmnberqfﬂwmwlic
may serve in such position after the expira-
tion of such member’s term until the eariier

takes office or the time at 1which a report of
the Board is8 first issued under paragreph
‘12) after the expiration aof the member's

. 1b) “EFFECTIVE mn—‘l‘ke -amendments "
- -made by this-section shall-apply to P

members
thheBoardsafmtmofmei‘edeml old-
Age and Survivors Insurance Trust Fund
and -the Federal Disability Irsurance Trust

tion), in any case where— .

“(1) an employer is @ of a recog-
nized religious sect or division thereof de-
scribed in section 1402(g)t1) and an adher-
ent of established tenets or teachings of such
sect or division as described in such section,
and has filed and had approved under sub-
section fb) an application (in such form and
manner, and with such official, as may be
prescribed by such regulations) for an er-
emption from the taxes imposed by section
3111, and

«2) an employee of such employer who 15
also @ member of such a religious sect or di-
vision and an adherent of its established
tenets or teachings has filed and had ap-
proved under subsection {b) an identical ap-
plication for eremption from the taxes im-
posed by seclion 3101, h
such employer shall be exempt from the
taxes imposed by section 3111 with respect
to wages paid to each of his employees who
meets the requirements of paragreph (2) and
each such employee shall be exemp! from the
tazes imposed by section 3101 with respect
to such wages paid to him by such employer.

“(b} APPROVAL OF APPLICATION.—An appli-
cation for exemption filed by an employer
under subsection (a)(1) or by an employee
wunder subsection fa)2) shall be approved
only /— .

41} such application conlains or is GC-
companied by the evi described in sec-
tion 1402(g)(1)(A) and a waiver described in
section 1402(g}/(1)(B),

«(2) the Secretary of Health and Human
Services makes the findings twith respect to
such sect or division) described in section
1402(g)(1) (C), tDJ,-and (E), and _

“3) no benefit or other payment referred
to in section 1402(g)(1)(B} became -payable
for, but for section 203 or 222(b) of the
Social Security Act, would have become pay-
able) to the individual filing the application
at or before the time of such filing. .

“«(e) EFFECTIVE PERIOD OF EXEMPTION.—AT
-exemption granted under this section to any
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which such application ; filed, throughout
which such employer or enployee meels the
applicable reguirements specified tn sudsec-
tions (a) and (), end

«(2) ending with the last day of the calen-
dar gquarter preceding the first calendar
quarter thereafter in which (A} such employ-
er or the employee involved ceases Lo meel
the applicable requirements af subscction
ta), or (B) the sect or division thercof of
which such employer or employee is @
member is found by the Secretary of Health
and Human Services to have ceased to meel
the requirements of subsection 2"

(2) CLERICAL AMENDMENT.—The table of sec-
tions for such subchapter C of such Code is
amended by striking the last item and in-
serting the following:

“Sec. 3127 Exemption for employers and
their employees where dbotk are
members of religious faiths op-
posed to participation in
Social Security Act programs.

“Sec. 3128. Short title.”.

(b) CoNFORMING EXEMPTION FROM ELIGIBIL~
Iy rOR BENEFITS.—Section 202(v) of the
Social Security Act {42 U.S.C. £02(v}) 1is
amended—

(1) by inserting *“(1)” after “(tv)”;

12) by inserting “and subject to paragraph
13),” after “title, "

(3) by striking ‘“waiver; except that™ and
all that follows and inserting “waiver. “ and

(4 by adding at the end the following new
paragraphs:

«(2) Notwithstanding any other provision
of this title, and subject to paragraph (3), in
the case of any individual who files @
waiver pursuant to section 3127 af the Inter-
.nal Revenue Code of 1986 and is granted @
tar exemption thereunder, no benefils or
other payments shall be payable undcr this
title to him, no payments shall be made on
his behalf under part A of title XVIil, and
no benefits or other payments under this
tille shall be payable on the basis of his
wages and self-employment income to any
other person, after the filing of such waiver.

“(3) If, after an exemption referred to in
paragraph (1) or {2} i8 granted to an indi-
pidual, such eremplion ceases to dbe effec-
tive, the waiver referred to in such para-
graph shall cease to be applicable in the case
of benefits and other payments wunder this
title and part A of title XVIII to the extent
dased on— ’

“(A) his wages for and after the calendar
year following the calendar pear in which
occurs the failure to meel the requirements
of section 1402(g) or 3127 on which the ces-
sation of such exemption is based, and

(B his_self-employment income for and
after the tazable year in which occurs ruch
failure.”.

tc) CONFORMING AMENDMENTS REMOVING
Trme Liarr oN SECA EXENPTION APPLICA-
T70Ns.—Section 1402(g) of the Internal Reve-
nue Code of 1986 is amended—

(1) by striking paragraphs (2} and (¢); and

12) by redesignaling paragraphs (3} and
(5) as paragraphs (2) and (3), respectively.

(d) ErrecTivE Dates.—The amendments
made dy subsection (o) shall apply to wages
paid after December 31, 1988. The amend-
ments made by subsection (b) shall apply to
benefits paid for fand items and services
Sfurnished in) months after December 1988.
The amendments made by subsection (c)
shall apply to epplications for exemptions
gzledamz or after the date of the enactment of

is Ac e .

SEC. 8868 BLOOD DONOR LOCATOR SERVICE.

" ¢(a) EXPLICIT AUTHORIZATION ©OF USE OF
Soc1AL SECURITY ACCOUNT NUMBERS TO AS3IST
IN IDENTIFICATION OF BLOOD DONORS.—Sec-
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that {8 used to increase the social security
taxable wage base.

(9) The 81,500 base year earnings require- '
ment is changed to a requirement of 2.5,
times the tndexed compensation amount.

This has the effect of continuing to require .

employment {n at least 3 months of the base
year,
Conference Agreement

The conference agreement generally fol-
lows the Senate amendment with respect to
the above items, except that the reporting
date for the Railroad Retirement Reform
Commission suthorized under P.L. 100-203
would be extended one year from October 1,
1889 to October 1, 1990.

B. Railroad Retirement Provisions
Present Law

(1) Certain individuals retiring from rail-
road employment receive a severance pay-
ment which is subject to the tier II railroad
retirement tax even though the individual
gets no additional service-month credit be-
cause of that payment.

(2) Rallroad retirement benefits (includ-
ing spouses benefits) are not payable for
months in which the retiree works for his or
her last non-railroad employer.

(3) Djsability annuitants lose benefits for
any maonth in which they have earnings of
more than $200 for the month nnd more
than $2,400 for the year.:

(4) Military service credit is given under
the railroad retirement system to certain in-
dividuals previously in rall ‘employment if
their military service occurred in & war
period. The period of June 15, 1948 to De-
cember 15, 1950 is not considered & war
period.

House Bill

No provision in H.R. 4333. (A separate
House-passed  bill-H.R. __21# ntains
largely identical pre=—t-"" e Senate
amendmen* ~ bill’s ef-
‘- earlier.)
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-2 Than 50 percent.
.aligs limit on disability annu-
«reased to $400 for the month and
«0r the year. In determining these
arhounts, disability related work expenses
are excluded.

(4) The June 15, 1948 to December 15,
1950 period is added to what is considered to
be a war period in the case of individuals
who returned to railroad employment in the
year in which their military service ended or
in the following year. .

Conference Agreement
The conference agreement generally fol-
lows the Senate amendment.
C. Reports and Study
Present Law
No provision.
House Bill
No provision in HR. 4333. (A separate
House-passed bill-HR. 2167—contains
largely identical provisions to the Senate
amendment.)-
Senate Amendment
(1) The Railroad Retirement Board is ai-
rected to make annual reports to Congress

on the status of the raflroad unemployment
insurance system. The annual reports are
due by July 1 of each year, beginning in
1988.

(2) The Comptroller General is directed to
conduct a study to determine the extent and
impact of fraud and payment error in the
railroad unemployment program. The

report is due not later than one year after ‘

date of enactment. _
Conference Agreement

The conference sgreement foliows me/:i%uk bill.

Senate amendment.

VI1. BOCIAL SECURITY AMENDMENTS: MED-

ICARE AND MEDICAID AMENDMENTS
A. Bocial Security Act Amendments
1. Interim benefits in cases of delayed final deci-
sions
Present Law

If, upon appeal, an individua! receives an
unfavorable determination regarding dis-
ability benefits from an Administrative Law
Judge (ALJ), he or she may appeal the
ALJ’s decision to the Social Security Admin-
istration’s Appeals Council. 1f, on the other
hand, the individual receives & favorable de-
termination from the ALJ, the Appeals
Council may review the determination on its
“own motion”. No disability benefits are
paid while a case is under review by the Ap-
peals Council.

- House Bill

In any disability case under Title II or

Title XVI of the Social Becurity Act in
which an ALJ has made a decision favorable
to the individual and the Appeals Council
has not rendered a final decision within 110
days, interim benefits would be provided to
the individual. (Delays in excess of 20 days
.caused by or on behalf of the claimant
would not count in determining the 110 day
period.) These benefits would begin with
the month before the month in which the
110-day period expired, and would not be
considered overpayments if the final deci-
sion were adverse, unless the benefits were
fraudulently obtained.

The provision would be effective with re-
spect to favorable ALJ decisions made 180
days or more after enactment.

Senate Amendment

No provision.

Conference Agreement

The conference agreement follows the
House bill.

2. Application of earnings test in year of individ-
ual's death
Present Law

A social security beneficiary under age 70
with earnings in excess of certain thresh-
olds is subject to & $1 reduction in benefits
for every $2 earmned over the exempt
amount. The annual exempt amount under
the earnings test is lower for beneficiaries
under age 65 than for those 65-89. In 1888,
the exempt amount for those under age 65
is $6,120, and the age 65-69 exempt amount
is $8,400. The higher exempt amount is ap-
plicable in the year a beneﬂclary reaches
age 65.

If a beneficiary dies, the annual exempt
amount applicable at the time of death is
prorated based on the number of months
that he or she lived during the year. In ad-
dition, the lower exempt amount applies if 8 -
beneficiary dies before his or her birthdate
fn the year the beneficiary would have
turned €5. Thus, overpayments can occur

. when beneficiaries die unexpectedly and the

thresholds on earnings are lower than an-

ticipated.
. House Bill
‘The annual exempt amount would not be
prorated in the year of death. In addition,
the higher annual exempt amount for bene-

wnd Tl Boies
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ficlaries age 65-69 would apply to
who dle before their birthdate in the y

%

October 21, 1988 -

that they otherwise would have attaineq -

e 85.

“The provision would be effective with pe.
spect to deaths after the date of enactment,
Senate Amendment

No provision.
Conference Report
The conference agreement follows the

hase-out of reduction in “windfall” benefit
Present Law

Under the “windfall” benefit provision of
the Boclal Security Amendments of 1983,
social security benefits are generally pe.
duced for workers who &lso have pensiong
from work that was not covered under socia)
security (e.g., work under the Federal Civi)
Service Retirement System). Under the reg.
ular, weighted benefit formula, benefits are
determined by applying a set of declining
percentages to average indexed monthly
earnings. For workers who reach age 62 in
1988, & worker's basic benefit is equal to 90
percent of the first $319 of average indexed
monthly earnings, 32 percent of earnings
from $319 through $1,822, and 15 percent of
earnings above $1,822. The formulsa applica-
ble to those with pensions from noncovered
employment substitutes 8 rate of 40 percent
for the 80-percent rate in the first bracket.
(The second and third factors of the formu-
1a remain the same.) The resulting reduc-
tion in the worker’s social security benefit is
limited to one-half the amount of the non-
covered pension. The new law is being
phased in over & 5-year period, beginning
with those persons first eligible for social se-
curity benefits in 1986.

Workers who have 30 years or more of
substantial social security coverage are fully
exempt from this treatment. For workers
who have 26-29 years of coverage, the per-
centage in the first bracket in the formula
increases by 10 percentage points for each
year over 25, as illustrated below:

First factor in
' Jormula
Years of soclal security coverage (percent/
25 or fewer T 40
26 50
27 60
28 70
29 80
30 or more 90
House Bill

The years of social security coverage re-
ouired in order for an individual to be
exempt from the windfall benefit formula
would be lowered from 30 to 25 years. Simi-
larly, the years of coverage at which the
formula gradusally takes effect would be
scaled back, &s {llustrated below:

First factor in

. Sformula

Years of social security coverage (percent/
20 or fewer 40
21 50
22 60
23 70
24 80
25 or more 80

The provision would be effective for bene-
fits payable for .months ‘after December

1988.
Senate Amendment S
‘No provision.
Conference Agreement

The conference agreement follows: the

House bill, except that the reduction would -

i be phased out in five percent increments be-
tween 20 and 30 years of coverage, as fol-
lows:
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First factor ia

Jormula

years of social securily coversge tpereent)
20 or fewer 40
21 : 45
22 . 50
23 55
24 &0
25 65
26 0
27 k£
28 80
29 85
30 or more 80

4. Denial of benelite to individusls departed Or
erdered dmrud.nthtbﬁcd-sodnuon
with the Nazi goverameni of Germany doring
World War 1]

Presen! Lav

People who are depnrted for violating
specified provisions of the Immigration and
Nationality Act lose their social security
pbenefits. The list of provisions for which
people are denied benefits does not, howev-
er. include peragraph 19 of that Act. Pars-
graph 19, which was sdded to the Immigra-
tion and Nationality Act of 1978, pertains to
people deported for certain activities in as-
sociatiop with the Nazi government of Ger-
many during World War IL L

House Bill ?

Benefits to individuald deported a3 N
wsr criminals under paragraph 1% of the
immigration and Nationality Act would be
terminated. “

The provision would apply oniy m the
case o deportations occurring and final
orders of deportation issued, on or after the
date of enactment, and only with respect to
benefits beginning on or after such date.

Senale Amendment

The Senate amendment is the same 8S the
House bill.

Conference Amgndment

The conference sgreement follows the
House bill and the Serate amendment.

B.Hodiﬁm&mhﬁnhmdomuedpnbﬁc
members of the Secial Becurity Boards of
Trustees

Present law
The Boards of Trustees of the Social Se-
curity Trust Funds are composed of the Sec-
retaries of the Treasmry, Labor, Health and

Human Services, and two members of the

public. The members of the public are nomi-

nated by the President and confirmed by
the Senate. The Iaw specifies that their
term of service is for four years, but is oth-

erwise silent on the length of term for 2

public member appointed to 1ill 8 vacanCy

before the end of his or her term. The law is
likewise silent on whether & public member
is permitted to serve after the expiration of
his or her term until & successor has taken
office.
House Bill

A public member appointed to fill 8 vacan-
¢y occurring before the end of a term would
be appointed only for the remainder of such
term. A public member, whether appointed
for & full term or appointed to Iill an unex-
pired term, would be to serve
after the expiration of that term until 8 suc-
cessor had taken olfice

The provision would be eliective upoo €n-
actment. '

Senaie Amendment

The Senate amendtnent 45 similar to the

Heuse bill, except that a trustee could serve

beyond the expiration af his er ‘her term

oniyunﬂlthearhero!themo!the
next report of the Boards of Trustees arthe
date pn which s successor takes office.
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Conference Agreement

“The conference ugreement follows the
Senate emendment.
6. Continuation of disability benefits doring

sppeal ’
Present Lavw

A disability insurance beneliciary who &
determined to be no longer gdisabled may
appes! &he determination seguentially

tive Law Judge (ALJX and & review by &
member of 6SA'S Appesls Council.

The bepeficiary has the option of baving
his or her benefits continued through the
hearing stage of appeal If the earlier unis-
varsble determinstions are upheld by the
ALJ, the benefits are subject to recovery by
theagaxcy.(lfantwalideteminedto
betngoodumwneﬂlrepaymemmaybe
considered for waiver.) Medicare eligibility
is also conttnued, but medicare benefits are
not subject to recovery.

The Omnibus Budget Reconchlistion Act
of 1987 extended this provision for one year.
The Act suthorized the payment of interim
benefits to persons in the process of appeal-
ing tegnmation dectstons made before Jarm-
gry 1, 1889. Such payments may continue
through June 30, 1988 (i.e., through the
July 1989 check).

House Bill

The period in which disability dbenelits
may be paid, and medicare eligibility contin-
ued, while an appeal Is in PrOBTESS would be

. extended Tor one additional year. Upon ap-

plication by the beneficlary, benefits would
be pald while an appeal & in progress with
respect to unfavorable determinstions made
on or before December 31, 1989, and would
be continued through June 1980 d.e.,
through the July 1990 check).

The -provision would be effective with re-
spect to unfavorable decisions made oD ar
beiore December 31, 1989.

Sencte Amendment

The Senate amendment is the same 85 the
House bill.

_ Conference Agreement

The conference sgreement follows the
House bill and the Senate amendment.

7. Extend wocial security exemption Yor members
- of certnin refigious faiths
Presen! Law

8slf-employed workers may claim an ex-
emption from security coversge if
they are members of & religious sect or divi-
.sion that is conscientiously opposed to the
poblic or private insurance
have watved all benefits

division has been In existence since Decem-
ber 31, 1950, and provides for the care of its
dependent members (¢g., the Amish). Em-
ployees who belong to such religious sects,
however, are teguired to participste in
gocin! security.

House Bill . .

The provision would extend the current-
law treatment of the self-employed to their
employeses in cases where both the employ-
ee and the employer are members of s Quali-
{ying religious sect or division. The optional
exemption would apply o both the employ-
er and employee portion of the tax.

The provision would apply %o taxable
years on ar after January 1, 1886. -
; Senute A memtmcnt :
No provision. ’ :

- clude the House provision.

Oonference Agreement
“The conference agreement fonlows Lhe
House biil.0

8. Biood Gonor locator service b

Presert Llow
Governeent eay require individ-
ual to furnish social security numbders
(85Ns) only for eertain specif ied purposes.
Siates are authorized to require SSNs to ad-
minister tax, public assistance. drivers’ ti-
cense and molor vehicle registration laws.

Honse Bill

States or suthorized blood donation faclli-
ties (those Heensed or registered with the
Food and Drug Administration, such as the
Red Cross) would be permitted to require
donors to furnish B8SNs. The Becretary of
Health and Human Services (HHS) would
be required to establish and operate 8 Bilood
Donor Locator Service, under the direction
of the Commissioner of Social Security. to 33
be used to obtain snd transmit the most
recent maiing sddress of &ny blood donor
wmosebloodshmthatheorshemaybe
carrying the virus for ecquired immune defi-
ciency syndrome (AIDS), for the sole pur-
pose ©! tniorming the blood donor of the
pcssimeneed!ormedicdw'emdtmt-
ment.

The provision would permit access to the
address information only to State agencies
and blood donation Iacilities meeting re-
quirements for confidentiality and security.

The Secretary of HHS would be required
to establish the Blood Donor Locator Serv-
ice no later than 180 days after the date.of
enactment.

Senatle Amendment

No provision.

Confereace Agreement

The conference agreement follows the
House bill.
Q.Mwﬂdmmmmuwh‘d

representatives of widows sad widewers whe
dic before veceiving payment
Preseal Law

A Tump-sum death payment of
able on the death of &n worker to a
surviving spouse who 8 Yving with the
worker st the time of the worker's death. If
1o such spouse, then the benelit &s
. surviving spouse who is eligible
for beneiits a3 & widow(er} mother, or
faﬁmattbeﬁmedu:evorker‘tdesth.u
there is o eligible spouse, the lumpsum
death paymern is payable to a child of the
deceased worker who was eligible to receive
benefits on the deceased’s earnings record
at the time ol the warkers death. If the
widow(er) dies before making application
for the lump-sum payment or before negoti-
ating the benefit check, o Yump-sum death
benefit &5 payabie.

Houee Bill

“rhe provision would permit the legal rep-
resentative ©f the estate of a deceased
widow(er) to ¢aim the lump-surm payment
in cases in which the otherwise eligible
widow(er) dies before having both received
and negotinted such payment. Where the
lega! representative of the estate 85 & State
or political subdivision of a State, the lump-
sumn benefit would not be payable.

The provision would be efiective with re-
spect to deaths of widow(er)s occurring on
or after January 1, 1988,

Senate Amemimen!
No provision. ’
) Conference Agreement
The conference agreement does not In-

I

: -
kg ] KE TURRITRLOI T,

e

$255 s pay-

Y

8 Declassified in Part - Sanitized Copy Approved for Release 2012/11/26 : CIA-RDP90M00005R001400030005-4 ‘




